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Orientals is not proved in experience, and the failure of the Russian to 
compete with the Chinese in Transbaikalia, combined with the freedom of 
passage, suggests to Mr. Gerrare the possibility of Chinese rather than Rus- 
sian dominance in part if not the whole of Siberia. 

J. Russell Smith. 



The Principles of Economics. By Dr. N. G. Pierson. Volume I. Translated 

from the Dutch by A. A. Wotzel. Pp. xxx, 604. Price, \os. London : 

Macmillan & Co., 1903. 

The translation of Dr. Pierson's monumental work on economics earnestly 
hoped for by Professor Edgeworth in his review of the Dutch second edition 
now makes its appearance, so far at least as the first volume is concerned. 
A second volume at present in course of translation is promised, the first 
containing the discussion of value in exchange and of money, while the second 
will review production and the revenue of the state. 

This is a remarkable and weighty treatment of economics now given to 
the English-speaking world for the first time. That fact and the general 
unfamiliarity with the Dutch language seems to warrant a fuller discussion 
than is ordinarily accorded to a translation. The division of this first volume 
into value in exchange and money may be misleading. Under value and 
exchange there is first a thorough discussion of the idea of value, and then 
chapters upon the rent of land and of houses, the interest on capital, the 
profits of employers, the wages of laborers and prices. Part II, which occupies 
about a third of the book, reviews the history of bimetallism and of banking 
in the principal countries. Then, foreign exchanges are discussed and finally 
the principles upon which currencies ought to be regulated. 

One of the most interesting features of the work is the introduction in 
which the author discusses the general concept of economic science and the 
limits of the subject. This section was added in the second edition of the 
original, apparently for purposes of controversy. Dr. Pierson rejects the 
artificial distinction that has been set up between economic policy and the 
theory of economics, for he denies that any distinct line between the two 
fields of thought can be drawn. Professor Marshall's definition of economic 
law is accepted by him as correct, though he thinks that Marshall does not 
go far enough. In general, says he, the deductive method must be used. 
These general views give the key to the whole plan. Disregarding the stereo- 
typed way of approaching economics, the treatment plunges at once into 
what American writers discuss under the head of distribution. There is little 
that is new in what the author has to say of the rent of land, although his treat- 
ment is marked by a singular clarity and definiteness unfortunately lacking in 
the work of most of the economists who have written exhaustively on the sub- 
ject. The same criticism, however, cannot be offered on the treatment of house 
rent. Here there is much skillful classification and analysis of conditions 
affecting such rents. The discussion of taxes as affecting house rents and of 
changes in the cost of building as influencing older values suggest Ricardian 
methods of reasoning. Both here and in the portion treating of agricultural 
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rents the influence of Marshall can be very plainly seen. The conclusions 
reached are eminently sane and sound, the logic (granting the author's 
premises) flawless, the method interesting and stimulating. 

There are no more instructive chapters in the volume than those which 
relate to wages and prices. On wages, Dr. Pierson is semi-classical in his 
treatment. He maintains that Thornton's theory of wages contains or implies 
three elements of truth : ( 1 ) that wages are largely determined by the pro- 
ductive power with which capital and labor co-operate; (2) that in the long 
run the wages of labor cannot be lower than the "value in exchange of 
labor"; (3) that wages are largely influenced by limitations upon the numbers 
of workers in a country. Granting that we are considering a trade which 
necessitates the outlay of great physical strength or skill, or assuming that 
trade unions are highly organized and powerful, Thornton's theory of wages, 
says Pierson, may be correct. But this rule is not absolute. Changes take 
place, and the result is that wages are altered. After a careful examination 
not only of the views of classical economists, but also of some of the 
moderns, it is concluded that the laborer derives his income from the same 
source as the capitalist, and that the wages of labor cannot exceed the advan- 
tage procured by its employment in behalf of the capitalist. Wages must, 
in fact, fall very far short of this advantage in a process of bargaining, and 
are governed by four causes: (1) the amount of population; (2) the returns 
obtained by the co-operation of capital and labor in general; (3) the returns 
which capital and labor obtain on the economic margin of production ; and 
(4) the quantity of capital seeking investment in productive enterprise. 

Of prices as measured by money, the author treats at some length. He 
accepts the quantity theory in a moderate form regarding price fluctuations 
as due to changes in the amount of money in circulation. It may be added 
that in speaking of international trade, his theory is colored by the attitude 
thus taken with reference to the doctrine of money prices. Of prices as 
representing the ratios in which goods exchange for each other, Dr. Pierson 
asserts that a tendency exists toward the establishment of what he calls 
normal price, but he does not consider this normal price identical with 
expenses of production in each and every case. The theories of the Austrian 
school receive recognition in the doctrine that a fixed relation of utility 
brings about a fixed relation of prices of goods. This is not held to be 
incompatible with the author's views on cost of production, for "there are 
many goods which it would be quite possible to supply and which could very 
well be used, but which are never produced because they are esteemed less 
useful than other goods whose production entailed the same labor." Some 
doubtless will be unwilling to accept this easy method of harmonizing dis- 
cordant theories of prices. 

It would seem that Dr. Pierson's chapters on money are the least satis- 
factory part of his work. He has given one chapter to the leading monetary 
systems, one to banking systems of the world, one to the foreign exchanges, 
and one to the regulation of currencies. Among the principal monetary 
systems he mentions only Great Britain and India, France and the Latin 
Union, Germany and Austria-Hungary, Holland and the United States ; while 
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among banking systems he examines only those of England, Scotland, France, 
Germany, Holland, Switzerland and the United States. There is little of 
new theory in the discussion. It accepts the well-known doctrines of inter- 
national trade, antagonizes protection and opposes bimetallism even of the 
"international" description, under existing circumstances. All this is clearly 
and definitely set forth with a conciseness and discrimination of the most 
admirable quality. It is disappointing to find, therefore, a considerable number 
of inaccurate statements which are of such a character, moreover, as to 
weaken confidence in Dr. Pierson's accuracy where facts relating to countries 
other than his own are concerned. Thus, speaking of banking in the United 
States, he says : "The year 1863 was not the first in which privileges were 
accorded to a bank by the federal government ; but whereas before they had 
been accorded to one particular institution, now they can be secured by any 
bank. The one institution referredto was the United States Bank, established 
in 1791. The charter of that bank, after expiring in 1836, was renewed by 
the state of Pennsylvania. It never had a monopoly, but its notes were 
accepted in all the federal treasuries (sic)." Later Dr. Pierson seems to have 
supposed that the national bank act of 1863 is now in full operation, for he 
speaks of its provisions as applicable to the national banks. He, moreover, 
falls into the error common among European writers of supposing that the 
"10 per cent tax" on state banknotes operates like a real tax. He speaks of it 
as if it were an annual tax similar to the tax on national bank currency. 
Although Professor Edge worth, writing in 1896, spoke of the second part of 
this book (on money and banking) as having been brought up to date, it is 
evident from a reading of some of the chapters that such a complete character 
had not been given to those sections which relate to the United States. More- 
over, some slips and errors seem to indicate that the same neglect appears in 
the case of other countries as well. Apparently Professor Edgeworth's main 
reason for considering the book up to date at the time he wrote was only 
that the author had made use of the then recent book of Mr. L. L. Price on 
money! It would seem that in some respects the book has had actually some 
addenda subsequent to the first edition. But these consist merely of a para- 
graph here and there by way of completion of historical outlines already begun. 
The treatment of money in the United States is disproportionately short. 
Errors also occur in the account of the Latin monetary union. 

An adequate treatment of Professor Pierson's book within the brief 
limits of a review would be impossible. It is enough to say in general terms 
that the book is striking in its method, solid and impressive in its reasoning, 
and marked ;n its vindication of the older theories, though it is unfortunately 
true that it contains many blemishes, some errors of fact, and some sections 
out of proportion with others. While it will not be useful as a handbook on 
account of these errors, and while its size may unfit it for use as a text-book, 
it is sure to hold an important and permanent place as a systematic treat- 
ment of economics. 

H. Parker Willis. 

Lexington, Va. 



